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QUARTERLY JOURNAL OF ECONOMICS 



ITALIAN ECONOMIC CONTRASTS. 

A recent article by the Italian deputy, Signor Ferraris, 
in the Nuova Antologia draws attention to some aspects of 
the present economic condition of Italy, and seems well 
worth summarizing here. The contrast between national 
financial prosperity and the distressful poverty of an "ex- 
hausted" people, the popolo smunto whose burdens are 
described in Signor Ferraris's article, of itself deserves the 
consideration of economic students, apart from the general 
compassionate interest which Italy's sufferings have always 
aroused. 

No great European state can show a more brilliant finan- 
cial achievement than Italy during the last five years; but, 
on the other hand, no nation is so grievously taxed. Na- 
tional financial independence and the restoration of inter- 
national credit have apparently been purchased at the 
expense of the economic and social well-being of the indus- 
trial and agricultural toilers. For the first time in the 
history of the kingdom Italian rentes have commanded a 
premium in gold on the Paris Bourse. Hitherto Italian 5 
per cent, bonds have only on two occasions, and then but 
temporarily, been quoted above par: once during the ad- 
ministration of Cavour in 1852, and again after the com- 
pletion of national unity in 1886. Foreign exchange has 
since October last reached and steadily maintained parity 
with the gold currency of France, Switzerland, Germany, 
and England, — an event unknown since the beginning of 
the financial struggle resultant from the abolition of the 
forced paper currency. 

These three achievements — the present high standing of 
Italian rentes, the extinction of excessive fluctuations in 
foreign exchanges, and the substantial annual credit balances 
in the treasury — would appear satisfactory indications of 
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the confidence placed in the stability of the policy of 
retrenchment and sound finance so successfully pursued. 
The budget of 1901-02 closed with a surplus of $12,720,000, 
the balance between a revenue of $348,680,000 and an ex- 
penditure of $335,960,000, while the aggregate balance be- 
tween revenue and expenditure during the last five years 
amounted to $42,400,000. From this balance $5,000,000 
have been taken to defray Italy's expenditure in the late 
Chinese expedition, $19,000,000 were used in the develop- 
ment of the railroad systems throughout the kingdom, 
$4,800,000 were utilized in the liquidation of loans over 
and above the new obligations incurred, and $18,600,000 
remain at the disposal of the treasury. 

But this result has been purchased at a heavy sacrifice. 
Sidney Somnino, ex-Minister of Finance, has lately been 
quoted as stating that "agriculture is perishing, the coun- 
try is being depopulated, and prosperity is being crushed. 
The only thing which swells and prospers is the blood- 
sucking octopus of usury." Emigration statistics indeed 
seem to bear out a portion of this assertion, for the exodus, 
temporary and permanent, across the Alps and over seas, 
has, during the last year, been unparalleled. Other com- 
petent Italian observers use less alarmist language, but 
there is general agreement as to the fact of wide-spread 
distress. 

There is a similar consensus of opinion as to one of the 
chief causes of this distress. Taxation, national and local, 
is so heavy that its weight is reaching the limit of endurance 
This burden is not a recent one: it has long been patrioti- 
cally borne, since it has been recognized as an inevitable 
consequence of the onerous conditions imposed on state 
and local administrations by reason of the debts contracted 
or assumed during the struggle for political unity and na- 
tional independence. It is also the direct and unavoidable 
inheritance of a hand-to-mouth financial policy which for 
years aimed only to meet day by day the emergencies 
created by a depleted public purse and the disastrous decline 
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of national credit at home and abroad. Political crises or 
international difficulties have still further complicated the 
situation, and reacted on the monetary and economic de- 
pression caused by the loss of foreign markets and conse- 
quent stagnation of home industries and glut of agricultural 
production. The evils of this unavoidable past are, as 
Signor Ferraris cogently remarks, grievously reflected in 
the fundamental construction of the existing fiscal system. 
Successive administrations have hitherto been busy per- 
forming feats of financial legerdemain for the attainment 
of the much-desired equilibrium of the national budget, 
and have given too little attention to the inequalities of 
a system of taxation which weighs with undue severity 
upon small incomes. 

A radical reformation of this ill-adjusted fiscal system is 
recognized as imperative, as a measure not only of simple 
justice, but of political and economic expediency. Italian 
economists, however, differ as to the means whereby this 
end is to be accomplished. The national financial credit, 
and the equilibrium of the national budget, it is generally 
agreed, must be maintained at any cost. But on the ques- 
tion of the readjustment of taxation there is the usual di- 
vergence between the moderates and the radicals, the former 
advocating gradual rebates in proportion to the surplus, the 
latter a reform by the substitution of new taxes for the old 
ones to be abolished. While recognizing the advantages 
of the more sweeping reform, Signor Ferraris holds that, 
taking into consideration the state of public opinion in 
Italy, "for the present precedence should be given to the 
policy of rebates over that of extensive fiscal change." And 
with the maintenance of the surplus at the disposal of the 
treasury, by economy and skilful financeering, this moder- 
ate policy of rebates may be expected to afford substantial 
relief and opportunity for economic recuperation to the 
country. 

As illustrating present fiscal conditions and the possibili- 
ties of curative treatment, it will be of interest to note 
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some steps of practical reform already taken or proposed. 
With the exception of the lotto, a government lottery, 
the production and sale of salt forms one of the most re- 
munerative of the monopolies possessed by the state. 
Official figures for 1900-1901 demonstrate that every kilo- 
gram of salt produced costs the government about one cent 
and is sold at eight cents. The revenue netted by the sale 
of this commodity amounts to-day to a little over $15,000,- 
000 per annum. Obviously, the burden of this excessive 
fiscal exaction falls upon the agriculturist and poorer classes 
of the population. Various suggestions have been offered 
for relief from this most vexatious imposition, it being very 
generally conceded that political and social considerations 
should outweigh financial objections. That most widely 
accepted is for an immediate rebate to be followed in the 
near future by further reductions until the price of four 
cents per kilogram is reached. This, it is claimed, would 
not in reality reduce the treasury receipts to the extent 
figures based upon the present revenue would indicate, as 
the consumption would immediately be increased, while the 
general economic conditions of the rural districts would be 
materially improved, and the very extensive smuggling of 
this staple of life could no longer be profitably carried on. 

The importation of foreign cereals varies considerably 
from year to year; but Italy is as yet far from being able to 
supply the demands of her people, modest though these de- 
mands assuredly are. The average annual revenue derived 
by the treasury during the last ten years from this source 
is estimated at $11,000,000. The Italian's bread is sub- 
jected to two distinct forms of taxation before it reaches 
his table: a custom's duty on wheat, levied at the port of 
entry; and a communal (octroi) tax on flour, varying ac- 
cording to locality. $1.50 per quintal (about 220 lbs.) is 
collected by the National Customs, while as high as $1.40 
has until recently been exacted by the communal octroi. 
The law of January 23, 1902, however, makes provision 
for the total abolition, within three years, of the com- 
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munal tax on flour, foreign and domestic. This instalment 
of reform, to which Baron Somnino by his writings and 
speeches has largely contributed, is welcomed as a present 
relief and as an earnest of further reductions on other food 
taxes. 

Petroleum is another necessity which is heavily taxed. 
The commercial cost of refined petroleum for the last few 
years has averaged 17 lire (about $3.40) per quintal. To-day 
this commodity is taxed at the port of entry 48 lire ($9.60) 
per quintal, and an additional contribution, reaching at 
times as high as $2, is levied by the local octroi, thus raising 
the cost to the consumer to $15 per quintal. In France 
(1901) the minimum tariff was $2 per quintal on refined 
petroleum, and the average octroi tax added another 80 
cents or $1 to the retail price, making a total of about 
$3 per quintal. The French importations for 1901 
amounted to 3,797,000 quintals as against 700,070 quin- 
tals imported into Italy during the same period, and as 
against a population of forty millions in France and thirty- 
two millions in Italy. Yet the revenue from customs re- 
ceipts in Italy amounted to 33,603,360 francs as against 
35,864,000 francs collected by the French government on 
an importation over five times as large. True there is ques- 
tion of the establishment of a government monopoly of 
petroleum in France, and the Chamber of Deputies have 
voted (March, 1903) a comparatively insignificant addi- 
tional tax of 30 cents per 100 kilograms. 

As with salt, cereals, and petroleum, so also in the case 
of sugar and coffee, an excessive tariff, combined with 
onerous octroi duties, narrowly limits among the poorer 
classes the consumption of these articles. In 1871 the duty 
was 57.75 francs ($11.75) per quintal on coffee, and the total 
importation 131,124 quintals, with a total per capita con- 
sumption of 0.489 kg. In 1899-1900 the tariff rates which 
had been successively raised to 150 francs ($30) per quintal 
resulted, in twenty-nine years, in an increased importation 
of but eight thousand quintals (total for 1899-1900, 139,302) 
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and the reduction of the per capita consumption to 0.437 
kg., less than one English pound. In July, 1900, the tariff 
was reduced to 130 lire ($26) per quintal; and this fact, 
combined with the lower prices prevailing in Brazil, imme- 
diately raised the importations from 139,302 to 160,622 
quintals (1901-1902), while the per capita consumption in- 
creased from 0.437 kg. to 0.494 kg. France, whose tariff 
taxes coffee not grown in French dependencies higher than 
her Italian neighbors, shows, nevertheless, a per capita con- 
sumption of 2.19 kg. While this is due principally to the 
exemption from octroi duties on coffee, it is also in part 
attributable to the cheaper price of sugar in France. 

Four years ago, when important fiscal sacrifices were de- 
cided on for the protection of the Italian sugar-refining in- 
dustry and the home production of beet-root sugar, the 
measures adopted were primarily intended to foster the in- 
terests of manufacturing enterprise, and were not calcu- 
lated to materially reduce the price of sugar to the con- 
sumer. That the measure not only increased the treasury 
receipts by about one million dollars where a loss had been 
anticipated, but raised the per capita consumption from 
2.875 kg. (1899-1900) to 3.016 kg. last year, came as an 
agreeable surprise. This result, despite a fiscal imposition 
of $13.44 per quintal on the production of domestic sugar, 
supplemented in some instances by an octroi duty of $3 per 
quintal, would appear to counsel tangible concessions to a 
vast body of consumers ready to increase the demand for 
a staple article. Italy is as yet far behind the per capita 
consumption of sugar in France and Germany, the average 
being in the former country about 24J pounds per inhabi- 
tant, and 28 pounds in the latter. 

King Victor Emmanuel is said to have the interests of 
his poorer subjects close at heart, and to have given intelli- 
gent attention to the economic and social problems which 
vex Italian statesmen to-day. In his speech from the throne 
when opening the present Parliamentary session, he dwelt 
with impressive earnestness on the imperative necessity of 
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following up the fiscal reforms "which social justice dictates" 
by still greater efforts, "made more easy by reason of the 
prosperous condition of the national economy and the state 
finances." But the rejection of the scheme for the abolition 
of local taxation on food presented by the late minister of 
finance, Signor Wollenborg, is significant of the strong polit- 
ical prejudices which must be reckoned with even when 
dealing with a popular issue, the utility and economic advan- 
tages of which are recognized. Notwithstanding repeated 
disappointments, there would appear, however, to exist rea- 
sonable hope that the present Parliamentary leaning toward 
fiscal reform is sincere. The reduction of the price of salt 
has been agreed upon in principle: the lightening of other 
fiscal burdens now weighing with undue severity on the 
poorer classes will, it is to be hoped, speedily follow. 

Remsen Whitehouse. 



